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Lake Como Board of Education
P.O. Box 569
Belmar, NJ 07719
732-681-8888

November 1, 2012

Honorable President and

Members of the Board of Education
Lake Como School District

County of Monmouth

Dear Board Members:

The comprehensive annual financial report of the Lake Como School District for the Fiscal Year ended June
30, 2012, is hereby submitted. Responsibility for both the accuracy of the data and completeness and fairness
of the presentation, including all disclosures, rests with the management of the Lake Como Board of
Education. To the best of our knowledge and belief, the data presented in this report is accurate in all
material respects and is reported in a manner designed to present fairly the financial position and results of
operations of the various funds and account groups of the district. All disclosures necessary to enable the
reader to gain an understanding of the District’s financial activities have been included.

The Lake Como District is a non-operating District. The district sends students to various K through 12
schools for regular and special education. There were 230 students in the 2011-2012 school year and 223
students in 2010-2011.

The economy of the Borough of the Lake Como is stable. The business district consists of restaurants,
professional offices and retail establishments. The population increases in the summer and decreases for the
remainder of the year.

During the 2011/2012 school year, the Lake Como Board of Education consisted of a nine member Board of
Education, due to the resignation of 3 board members, as of June 30" there were only 6 board members
actively serving on the Board. The Board had advertised for replacement board members and appointed 3
new board members in October 2012. The expenses of the district are managed by strict quality control
methods, to ensure compliance with applicable laws and regulations according to GAAP. Revenues and
expenditures are monitored to review cost analysis on appropriations approved by the voters of the
community.

Sincerely,

Grettie T

Loretta Hill
Business Administrator/
Board Secretary
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RICHARD J. HELLENBRECHT, JR,, C.P.A,, P.S.A.

INDEPENDENT AUDITOR’S REPORT

Honorable President and Members
of the Board of Education

Lake Como School District

County of Monmouth

Lake Como, New Jersey

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the Board of
Education of the Lake Como School District, in the County of Monmouth, State of New Jersey, as of and
for the fiscal vear ended June 30, 2012, which collectively comprise the District’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the Lake
Como Board of Education’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and audit requirements as prescribed by
the Division of Finance, Department of Education, State of New Jersey. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the Lake Como Board of Education, in the County of
Monmouth, State of New Jersey, as of June 30, 2012, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
November 1, 2012, on our consideration of the Lake Como Board of Education’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grants agreements and other matters. The purpose of this report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. This report is an integral part
of our audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.



The Management Discussion and Analysis and Budgetary Comparison Information on pages 6
through 11 are not a required part of the basic financial statements but are supplementary information
required by the accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquires of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Lake Como Board of Education’s basic financial statements. The accompanying
introductory section and other supplementary information such as the combining and individual fund
financial statements, long-term debt schedules, and statistical information are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and
individual fund financial statements and long-term debt schedules have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole. The introductory section
and statistical information have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and. accordingly, we express no opinion on them.

The accompanying schedules of expenditures of federal awards and state financial assistance are
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations; and New Jersey
OMB’s Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid
respectively, and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Respectfully submitted,

ROBERT A. HULSART AND COMPANY

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A. Hulsart and Company

November 1, 2012
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LAKE COMO SCHOOL DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

The discussion and analysis of Lake Como School District’s financial performance provides an
overall review of the School District’s financial activities for the fiscal year ended June 30, 2012. The
intent of this discussion and analysis is to look at the School District’s financial performance as a whole;
it should be read in conjunction with the Comprehensive Annual Financial Report’s (CAFR) Letter of
Transmittal which is found in the Introductory Section, and the School Board’s financial statements found
in the Financial Section and the notes thereto.

Financial Highlights

Key Financial highlights for the 2011-2012 fiscal year are as follows:
e General revenues accounted for $3,482,978 in revenue or 100% percent of all revenues.
o Total assets of governmental activities increased by $41,863.

* The School District had $3,463,716 in expenses; $22,601 of these expenses were offset by program
specific charges for services, grants or contributions. General revenues (primarily property taxes) of
$3,482,978 were adequate to provide for these programs.

e The General Fund had $3,482,978 in revenues and $3,463,716 in expenditures. The General Fund’s
balance increased $41,863 from 2011.

Using this Comprehensive Annual Financial Report (CAFR)

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand Lake Como School District as a financial
whole, an entire operating entity. The statements then proceed to provide an increasingly detailed look at
specific financial activities

The Statement of Net Assets and Statement of Activities provide information about the activities of
the whole school district, presenting both an aggregate view of the School District’s finances and a
longer-term view of those finances. Fund financial statements provide the next level of detail. For
governmental funds, these statements tell how services were financed in the short-term as well as what
remains for future spending. In the case of Lake Como School District, the General Fund is the only
fund.



Using this Comprehensive Annual Financial Report (CAFR) - (Continued)

The School Board’s auditor has provided assurance in his Independent Auditor’s Report, located
immediately preceding this Management’s Discussion and Analysis, that the Basic Financial Statements
are fairly stated. A user of this report should read the Independent Auditor’s Report carefully to ascertain
the level of assurance being provided for each of the other parts of the Financial Section.

Reporting the School District as a Whole
Statement of Net Assets and the Statement of Activities

While this document contains the large number of funds used by the School District to provide
programs and activities, the view of the School District as a whole looks at all financial transactions and
asks the question, “How did we do financially during the 2011-2012 fiscal year?” The Statement of Net
Assets and the Statement of Activities helps answer this question. These statements include all assets and
liabilities using the accrual basis of accounting similar to the accounting used by most private-sector
companies. This basis of accounting takes into account, all of the current year’s revenues and expenses
regardless of when cash is received or paid.

These two statements report the School District’s net assets and changes in those assets. This
change in net assets is important because it tells the reader that, for the school district as a whole, the
financial positions of the School District has improved or diminished. The causes of this change may be
the result of many factors, some financial, and some not. Non-financial factors include the School
District’s property tax base, current laws in New Jersey restricting revenue growth, facility condition,
required educational programs and other factors.

In the Statement of Net Assets and the Statement of Activities, the School District has the
following type of activity:

e Governmental activities — All of the School District’s programs and services are reported here
including, but not limited to, support services, general administration and pupil transportation.

Reporting the School District’s Most Significant Funds
Fund Financial Statements

The analysis of the School District’s major (all) funds begins on Exhibit A-1. Fund financial
reports provide detailed information about the School District’s major funds. The School District uses
many funds to account for a multitude of financial transactions. However, these fund financial statements
focus on the School District’s most significant funds. The School District only has one major
governmental fund - General Fund.



Reporting the School District’s Most Significant Funds - Continued
Governmental Funds

The School District’s activities are reported in Governmental Funds, which focus on how money
flows into and out of those funds and the balances left at year-end available for spending in the future
years. These funds are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted to cash. The Governmental
Fund statements provide a detailed short-term view of the School District’s general government
operations and the basic services it provides. Governmental Fund information helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
educational programs. The relationship (or differences) between governmental activities (reported in the
Statement of Net Assets and the Statement of Activities) and Governmental Funds is reconciled in the
financial statements.

The School District as a Whole

Table 1 provides a summary of the School District’s net assets for the fiscal years ended 2012 and

2011.
Table 1
Net Assets
2012 2011
Assets
Current and Other Assets $ 54.068 34,006
Total Assets $ 54,068 34,006
Liabilities
Prepaid Taxes $ 1,200 1,200
Net Assets
Restricted $ 63,954 33,615
Unrestricted (11.086) (22.809)

Total Net Assets $ 52,868 32.806



Table 2 shows the changes in net assets for fiscal years ended 2012 and 2011.

Table 2
Changes in Net Assets
2012 2011

Revenues
General Revenues

Property Taxes $ 2,904,685 2,847,730

Grants and Entitlements 575,616 530,483

Other 2,677 264
Total Revenues 3,482,978 3,378,477
Program Expenses
Support Services:

Tuition 3,193,505 3,189,654

General Administration 25,784 25,987

Pupil Transportation 188,707 156,611

Charter Schools 33,119 28.026
Total Expenses 3.441.115 3,400,278
Increase/(Decrease) in Net Assets $ 41,863 __(21,801)

Governmental Activities

The unique nature of property taxes in New Jersey creates the need to routinely seek voter
approval for the School District operations. Property taxes made up 83% percent of revenues for
governmental activities for the Lake Como Public School District for fiscal year 2012. The District’s
total revenues were $3,482,978 for the fiscal year ended June 30, 2012. State Grants and Miscellaneous
accounted for another 17%.

The School Board’ Funds

The School Board uses funds to control and manage money for particular purposes. The Fund’s
basic financial statements allow the School Board to demonstrate its stewardship over and accountability
for resources received from the Borough of Lake Como’s taxpayer’s and other entities, including the State
of New Jersey and the Federal Government. These statements also allow the reader to obtain more
insight into the financial workings of the School Board, and assess further the School Board’s overall
financial health.



10.

The School Board’ Funds - (Continued)

As the School Board completed the fiscal year ended June 30, 2012, it reported a combined net
asset balance of $52,868. The Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities presents the reader with a detailed
explanation of the differences between the net change in fund balances and changes in net assets.

The School Board’s budget is prepared according to New Jersey law, and is based on accounting
for certain transactions on a basis of cash receipts, disbursements and encumbrances. The most
significant budgeted fund is the General Fund.

Over the course of the year, the School Board revises its budget as it attempts to take into
consideration unexpected changes in revenue and expenditures.

A schedule showing the School Board’s original and final budget compared with actual operating
results is provided in the section of the CAFR, entitled Budgetary Comparison Schedules. The School
Board generally did better than had been budgeted in its General Fund since it practices conservative
budgetary practices in which revenues are forecasted very conservatively and expenditures are budgeted
with worst-case scenarios in mind.

Capital Assets

At June 30, 2012, the School District had no capital assets.

Debt Administration

At June 30, 2012, the School District had no outstanding debt.

Economic Factors and Next Year’s Budget

The Borough of Lake Como is primarily a residential community, with very few ratables. The
majority of revenues needed to operate the District are derived from homeowners through property tax
assessments and collections, which is voted by the residents annually.

The ($11,086) is unrestricted net assets for all governmental activities represent the accumulated
results of all past years” operations. It means that if the School Board had to pay off all bills today,
including all of the School Board’s noncurrent liabilities such as compensated absences, the School Board
would have a deficit of ($11,086).

At this time, the most important factor affecting the budget is the unsettled situation with State
Aid. While State aid may be frozen, the District may experience growth in student population. The tax
levy will be the area that will need to absorb any increase in budget obligations.

In conclusion, the Lake Como School District has committed itself to financial excellence for
many years. In addition, the School District’s system for financial planning, budgeting, and internal
financial controls are well regarded. The School District plans to continue its sound fiscal management to
meet the challenge of the future.



11.

Contacting the School District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a
general overview of the School District’s finances and to show the School District’s accountability for the
money it receives. If you have questions about this report or need additional information contact Ms.
Loretta Hill, School Business Administrator/Board Secretary at Lake Como Board of Education, P.O.
Box 569, Lake Como, NJ 07719.
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DISTRICT-WIDE FINANCIAL STATEMENTS - A



Assets

Receivables, Net

Restricted Assets:
Cash

Total Assets

Liabilities
Prepaid Taxes
Net Assets
Restricted For:

Other Purposes
Unrestricted

Total Net Assets

The accompanying notes to financial statements are an integral part of this statement.

LAKE COMO SCHOOL DISTRICT

STATEMENT OF NET ASSETS

JUNE 30, 2012

Governmental
Activities

$ 35,193

18,875
$ 54,068
$ 1,200
$ 63,954

(11,086)

$ 52,868

12.

Exhibit A-1

Total

35,193

18,875

54,068

1,200

63,954

(11,086)

52,868
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FUND FINANCIAL STATEMENTS - B



Assets
Cash and Cash Equivalents
Receivables from Other Governments

Total Assets

Liabilities and Fund Balances
Liabilities
Prepaid Taxes

Fund Balances:
Assigned to:
Other Purposes
Unassigned
General Fund
Total Fund Balances

Total Liabilities and Fund Balances

Net Assets of Governmental Activities

LAKE COMO SCHOOL DISTRICT

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2012

General
Fund

Exhibit B-1

Total
Governmental
Funds

$ 18,875
35,193

18,875
35,193

$ 54,068

54,068

$ 1,200

1,200

63,954

(11,086)

63,954

(11,086)

52,868

52,868

$ 54,068

The accompanying Notes to Financial Statements are an integral part of this Statement

54,068

14.



LAKE COMO SCHOOL DISTRICT

Exhibit B-2

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

JUNE 30, 2012

Revenues:

Local Sources;
Local Tax Levy
Miscellaneous

Total Local Sources

State Sources

Federal Sources

Total Revenues

Expenditures:
Support Services and Undistributed Costs:
Tuition
Pupil Transportation
General Administrative Services
Education Jobs
Charter School
Total Expenditures

Excess (Deficiency) of Revenues Over (Under) Expenditures

Net Change in Fund Balances
Fund Balance - July 1

Fund Balance - June 30

Total
General Governmental

Fund Funds
$ 2,904,685 2,904,685
2,677 2,677
2,907,362 2,907,362
575,616 575,616
22,601 22,601
3,505,579 3,505,579
3,193,503 3,193,505
188,707 188,707
25,784 25,784
22,601 22,601
33,119 33,119
3,463,716 3,463,716
41,863 41,863
41,863 41,863
11,003 11,005
$ 52,868 52,868

The accompanying Notes to Financial Statements are an integral part of this statement.

15.



LAKE COMO SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS ~ Exhibit B-3

TO THE STATEMENT OF ACTIVITIES

UNE 30, 2012

Total Net Change in Fund Balances - Governmental Funds (From B-2) $ 41,863

Change in Net Assets of Governmental Activities $ 41,863

The accompanying Notes to Financial Statements are an integral part of this statement.

16.



LAKE COMO SCHOOL DISTRICT

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

JUNE 30, 2012

Assets:
Cash and Cash Equivalents

Total Assets

Net Assets:
Reserved - Unemployment Claims

Total Net Assets

The accompanying Notes to Financial Statements are an integral part of this statement.

Exhibit B-7
Unemployment
Compensation
Trust
$ 1,811
$ 1,811
$ 1,811
$ 1,811
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LAKE COMO SCHOOL DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 201

Additions
Contributions:
Plan Member
Total Contributions
Change in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

The accompanying Notes to Financial Statements are an integral part of this statement.

Exhibit B-8

Unemployment
Compensation
Trust

1,810

$ 1,811
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NOTES TO FINANCIAL STATEMENTS



BOARD OF EDUCATION

LAKE COMO SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2012

NOTE 1: Summary of Significant Accounting Policies

The financial statements of the Board of Education (Board) of the Lake Como School
District (District) have been prepared in conformity with generally accepted accounting principles
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the Board’s accounting policies are
described below.

A. Reporting Entity:

The Board is an instrumentality of the State of New Jersey, established to function as an
educational institution. The Board consists of elected officials and is responsible for the fiscal
control of the District. A superintendent is appointed by the Board and is responsible for the
administrative control of the District.

The primary criterion for including activities within the District’s reporting entity, as set
forth in Section 2100 of the GASB Codification of Government Accounting and Financial
Reporting Standards, is the degree of oversight responsibility maintained by the District. Oversight
responsibility includes financial interdependency, selection of governing authority, designation of
management, ability to significantly influence operations and accountability for fiscal matters. The
combined financial statements include all funds and account groups of the District over which the
Board exercises operating control. The District is a non-operating District, sending all of its
elementary and high school students to other districts on a tuition basis. There were no additional
entities required to be included in the reporting entity under the criteria as described above, in the
current fiscal year. Furthermore the District is not includable in any other reporting entity on the
basis of such criteria.

B. Fund Accounting:

The accounts of the District are maintained in accordance with the principles of fund
accounting to ensure observance of limitations and restrictions on the resources available. The
principles of fund accounting require that resources be classified for accounting and reporting
purposes into funds or account groups in accordance with activities or objectives specified for the
resources. Each fund is a separate accounting entity with a self-balancing set of accounts. An
account group, on the other hand, is a financial reporting device designed to provide accountability
for certain assets and liabilities that are not recorded in the funds because they do not directly
affect net expendable available financial resources. Funds are classified into three categories:
governmental, proprictary and fiduciary. Each category, in turn, is divided into separate “fund

types”.
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NOTE 1: Summary of Significant Accounting Policies (Continued)

Governmental Fund Types

General Fund: The general fund is the general operating fund of the District and is used
to account for all expendable financial resources except those required to be accounted
for in another fund.

Special Revenue Fund: The District accounts for the proceeds of specific revenue
sources (other than expendable trust or major capital projects) that are legally restricted
to expenditures for specified purposes in the special revenue funds.

Capital Projects Fund: The capital projects fund is used to account for all financial
resources to be used for the acquisition or construction of major capital facilities (other
than those financed by proprietary funds).

Debt Service Fund: The debt service fund is used to account for the accumulation of
resources for, and the payment of principal and interest on bonds issued to finance major
property acquisition, construction and improvement programs.

Proprietary Fund Tvype

Enterprise Fund: To account for operations that are financed and operated in a manner
similar to private business enterprises, in which the intent of the District is that the costs
of providing goods or services to the District on a continuing basis be financed or
recovered primarily through user charges.

Fiduciary Fund Tvpes

Trust and Agency Funds: The trust and agency funds are used to account for assets held
by the District on behalf of outside parties, including other governments, or on behalf of
other funds within the District.

Unemployment Compensation Trust Fund: The trust fund is used to account for assets
held under the terms of a formal trust agreement. The District reimburses the costs of
unemployment benefits paid by the New Jersey Department of Labor.

Agency Funds (Payroll and Student Activities Fund): Agency funds are used to account
for the assets that the District holds on behalf of others as their agent. Agency funds are
custodial in nature and do not involve measurement of results of operations.




NOTE 1: Summary of Significant Accounting Policies (Continued)

C. Basis of Accounting:

The modified accrual basis of accounting is used for measuring financial position and
operating results of all governmental fund types, expendable trust funds and agency funds. Under
the modified accrual basis of accounting, revenues are recognized when they become both
measurable and available. “Measurable” means the amount of the transaction can be determined
and “available” means collectible within the current period or soon enough thereafter to be used to
pay liabilities of the current period. Expenditures are recognized in the accounting period in which
the fund liability is incurred, except for principal and interest on general long-term debt which are
recorded when due.

Ad Valorem (Property) Taxes are susceptible to accrual as under New Jersey State Statute
a municipality is required to remit to its school district the entire balance of taxes in the amount
voted upon or certified, prior to the end of the school year. The District records the entire
approved tax levy as revenue (accrued) at the start of the fiscal year, since the revenue is both
measurable and available. The District is entitled to receive moneys under the established payment
schedule and the unpaid amount is considered to be an “accounts receivable”.

The accrual basis of accounting is used for measuring financial position and operating
results of proprietary fund types and nonexpendable trust funds. Under this method, revenues are
recorded in the accounting period in which they are earned and expenses are recorded at the time
liabilities are incurred.

D. Encumbrances:

Under encumbrance accounting purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve a portion of the applicable appropriation. Open
encumbrances in governmental funds other than the special revenue fund are reported as
reservations of fund balances at fiscal year end as they do not constitute expenditures or liabilities
but rather commitments related to unperformed contracts for goods and services.

Open encumbrances in the special revenue fund for which the District has received
advances are reflected in the balance sheet as deferred revenues at fiscal year end.

The encumbered appropriation authority carries over into the next fiscal vear. An entry
will be made at the beginning of the next fiscal year to increase the appropriation reflected in the

certified budget by the outstanding encumbrance amount as of the current fiscal year end.

E. Short-Term Interfund Receivables/Pavables:

Short-Term interfund receivables/payables represents amounts that are owed, other than
charges for good or services rendered to/from a particular fund in the District and that are due
within one year. There were no interfunds as of June 30, 2012,

F. Fixed Assets

Lake Como is a sending district only and has no fixed assets as of June 30, 2012,
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NOTE 2: Cash and Cash Equivalents and Investments

Cash and cash equivalents includes petty cash, change funds, amounts in deposits, and
short term investments with original maturities of three months or less.

Investments are stated at cost, which approximates market. The District classifies
certificates of deposit, which have original maturity dates of more than three months but less than
twelve months from the date of purchase, as investments.

Deposits

New Jersey statutes require that school districts deposit public funds in public depositories
located in New Jersey which are insured by the Federal Deposit Insurance Corporation, the Federal
Savings and Loan Insurance Corporation, or by any other agency of the United States that insures
deposits made in public depositories. School districts are also permitted to deposit public funds in
the State of New Jersey Cash Management Fund.

New Jersey statutes require public depositories to maintain collateral for deposits of public
funds that exceed depository insurance limits as follows:

The market value of the collateral must equal at least 5% of the average
daily balance of collected public funds on deposit.

In addition to the above collateral requirement, if the public funds deposited exceed 75% of
the capital funds of the depository, the depository must provide collateral having a market value at
least equal to 100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank of New York, the Federal
Reserve Bank of Philadelphia, the Federal Home Loan Bank of New York, or a banking institution
that is a member of the Federal Reserve System and has capital funds of not less than
$25,000.000.

Investments
New Jersey statutes permit the District to purchase the following types of securities:

a. Bonds or other obligations of the United States or obligations
guaranteed by the United States.

b. Bonds of any Federal Intermediate Credit Bank, Federal Home
Loan Bank, Federal National Mortgage Agency or any United
States Bank for cooperatives which have a maturity date not greater
than twelve months from the date of purchase.

C. Bonds or other obligations of the school district.
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NOTE 2: Cash and Cash Equivalents and Investments (Continued)

As of June 30, 2012, cash and cash equivalents and investments of the District consisted of
the following:

Cash and Cash

Equivalents
Checking Accounts $ 18,875

Credit Risk Categories

All bank deposits and investments as of the balance sheet date are classified as to credit
risk by the following category described below:

FDIC $ 171,876

The carrying amount of the Board’s cash, cash equivalents and investments at June 30,
2012 was $18,785 and the bank balance was $171,876. Of the bank balance, $171,876 was
covered by federal depository insurance.

NOTE 3: Pension Plans

Description of Plans — All required employees of the District are covered by either the
Public Employees’ Retirement System or the Teachers’ Pension and Annuity Fund which have
been established by state statute and are administered by the New Jersey Division of Pension and
Benefits (Division). According to the State of New Jersey Administrative Code, all obligations of
both Systems will be assumed by the State of New Jersey should the Systems terminate. The
Division issues a publicly available financial report that includes the financial statements and
required supplementary information for the Public Employees Retirement System and the
Teacher’s Pension and Annuity Fund. These reports may be obtained by writing to the Division of
Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625.

Teachers’ Pension and Annuity Fund (TPAF) — The Teachers® Pension and Annuity
Fund was established as of January 1, 1955, under the provisions of N.J.S.A. 18A:66 to provide
retirement benefits, death, disability and medical benefits to certain qualified members. The
Teachers” Pension and Annuity Fund is considered a cost-sharing multiple-employer plan with a
special funding situation, as under current statute, all employer contributions are made by the State
of New Jersey on behalf of the District and the system’s other related non-contributing employers.
Membership is mandatory for substantially all teachers or members of the professional staff
certified by the State Board of Examiners, and employees of the Department of Education who
have titles that are unclassified, professional and certified.




NOTE 3: Pension Plans (Continued)

Public Employees’ Retirement System (PERS) -~ The Public Employees’ Retirement
System (PERS) was established as of January 1, 1955 under the provisions of N.J.S.A. 43:15A to
provide retirement, death, disability and medical benefits to certain qualified members. The Public
Employees Retirement System is a cost-sharing multiple-employer plan. Membership is
mandatory for substantially all full-time employees of the State of New Jersey or any county,
municipality, school district, or public agency, provided the employee is not required to be a
member of another state-administered retirement system or other state or local jurisdiction.

Vesting and Benefit Provisions — The vesting and benefit provisions for PERS are sct by
N.J.S.A. 43:15A, 43 3B, and N.J.S.A. 18A:6C for TPAF. All benefits vest after cight to ten years
of service, except for medical benefits that vest after 25 years of service. Retirement benefits for
age and service are available at age 60 and are generally determined to be 1/60 of the final average
salary for each year of service credit, as defined. Final average salary equals the average salary
for the final three years of service prior to retirement (or highest three years’ compensation if other
than the final three years). Members may seek early retirement after achieving 25 years of service
credit or they may elect deferred retirement after achieving eight to ten years of service in which
case benefits would begin the first day of the month after the member attains normal retirement
age. The TPAF and PERS provide for specified medical benefits for members who retire after
achieving 25 years of qualified service, as defined, or under the disability provision of the System,

Members are always fully vested for their own contributions and, after three vears of
service credit, become vested for 2% of related interest earned on the contribution. In the case of
death before retirement, members’ beneficiaries are entitled to full interest credited to the members’
accounts,

Significant Legislation - During the year ended June 30, 1997, legislation was enacted
Chapter 114, P.L. 1997) authorizing the New Jersey Economic Development Authority to issue
bonds, notes or other obligations for the purpose of financing, in full or in part, the State of New
Jersey’s portion of the unfunded accrued liability under the State of New Jersey retirement systems.
Additional legislation enacted during the year ended June 30, 1997 (Chapter 115, P.L. 1997),
changed the asset valuation method from market related value to full-market value. This legislation
also contains a provision to reduce the employee contribution rate by ¥4 of 1% to 4.5% for calendar
years 1998 and 1999, and to allow for a reduction in the employee’s rate after calendar year 1999,
providing excess valuation assets are available. The legislation also provided that the Districts’
normal contributions to the Fund may be reduced based on the revaluation of assets. Due to
recognition of the bond proceeds and the change in asset valuation method as a result of enactment
of Chapters 114 and 113, all unfunded accrued liabilities were eliminated, except for the unfunded
liability for local early retirement incentive benefits, accordingly, the pension costs for TPAF and
PERS were reduced.

Funding Policy — The contribution policy is set by New Jersey State Statutes and
contributions are required by active members and contributing employers. Plan member and
employer contributions may be amended by State of New Jersey legislation. TPAF and PERS
provide for employee contributions of 3% of employees’ annual compensation, as defined.
Employers are required to contribute at an actuarially determined rate in both TPAF and PERS.
The actuarially determined contribution includes funding for cost-of-living adjustments,
noncontributory death benefits, and post-retirement medical premiums. Under current statute the
District is a non-contributing employer of the TPAF.
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NOTE 3: Pension Plans (Continued)

Legislation enacted during 1993 provides early retirement incentives for certain members
of TPAF and PERS who met certain age and service requirements and who applied for retirement
between certain dates in the 1994 fiscal year. The early retirement incentives included: (a) an
additional five years of service credit for employees at least age 50 with a minimum of 25 years of
service; (b) free health benefits for employees at least 60 years old with at least 20 years of
service; and (c) an additional $500 per month for two years for employees at least age 60 with 10
years but less than 20 years of service. The Board will assume the increased cost for the early
retirement as it affects their districts.

The District had no employees for the year 2011-2012.

Three-Year Trend Information for PERS

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/12 $ None 100% 0
6/30/11 None 100% 0
6/30/10 None 100% 0
Three-Year Trend Information for TPAF (Paid On-Behalf of the District)
Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/12 $2.096 100% 0
6/30/11 1,506 100% 0
6/30/10 1,443 100% 0

NOTE 4: Post-Retirement Benefits

P.L. 1987, ¢. 384 and P.L. 1990, ¢.6 required Teachers’ Pensions and Annuity Fund
(TPAF) and the Public Employees’ Retirement System (PERS), respectively, to fund post-
retirement medical benefits for those State employees who retire after accumulating 25 years of
credited service or on a disability retirement. P.L. 2007, ¢. 103 amended the law to eliminate the
funding of post-retirement medical benefits through the TPAF and PERS. It created separate
funds outside of the pension plans for the funding and payment of post-retirement medical benefits
for retired State employees and retired educational employees. As of June 30, 2011 there were
93,323 retirees receiving post-retirement medical benefits. The cost of these benefits is funded
through contributions by the State in accordance with P.L. 1994, ¢.62. Funding of post-retirement
medical premiums changed from a prefunding basis to a pay-as-you-go basis beginning in Fiscal
Year 1994,

The State is also responsible for the cost attributable to P.L. 1992 ¢. 126, which provides
free health benefits to members of PERS and the Alternate Benefit Program who retired from a
board of education or county college with 25 years of service. The State paid $144 million toward
Chapter 126 benefits for 15,709 eligible retired members in Fiscal Year 2011.



NOTE 5: Contingent Liabilities

It 1s the opinion of the Board that there is no litigation threatened or pending that would
materially affect the financial position of the School District.

Negligence and other types of liability suits of which the Board is aware appear to be
within the stated policy limits and would be deferred by the respective carriers.

NOTE 6: Equity Balance

At June 30, 2012 the General Fund equity balance was as follows:

Reserved For Encumbrances $ 63,954
Unrestricted 45.632
$.109.586

Reserved excess surplus represents a calculation under N.J.S.A. 18A: 7F-7, which
identifies an amount of surplus under the statute, which must be restricted for use in the next
succeeding budget. Lake Como Board of Education had none at June 30, 2012

2011-2012 Total General Fund Expenditures Per the CAFR $3.463.716
Adjusted 2011-2012 General Fund Expenditures $3,461,620
2% of Adjusted 2011-2012 General Fund Expenditures $69,232
Enter Greater of Above or $250,000 $ 250,000
Increased by Allowable Adjustments 2,578
Maximum Unreserved/Undesignated Fund Balance $ 252,578
Section 2

Total General Fund — Fund Balance @ June 30, 2012 $ 109,586
Decreased by:

Reserved For Encumbrances (63.954)
Total Unreserved/Undesignated Fund Balance $ 45,632
Reserved Fund Balance — Excess Surplus $0
Section 3

Reserved Fund Balance — Excess Surplus Designated for
Subsequent Expenditures
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NOTE 6: Equity Balance (Continued)

Detail of Allowable Adjustments
Extraordinary Aid $2,578

Unrestricted is surplus not previously committed or reserved for any other purpose.

NOTE 7: Capital Reserve Account

Capital reserve accounts may be established by New Jersey school districts for the
accumulation of funds for use as capital outlay expenditures in subsequent fiscal years. A capital
reserve account is maintained in the general fund and or special revenue fund and its activity is
included in the annual budget.

The Educational Facilities Construction and Financing Act (EFCFA), P.L. 2000, c. 72,
was signed into law on July 18, 2000. This law provided for the establishment of a capital reserve
account within 90 days of the effective date of EFCFA (by October 15, 2000).

“A board of education may, by resolution of the board: transfer undesignated general fund
balance or excess undesignated general fund balance to the capital reserve account at any time
during the budget year; transfer funds from the capital reserve account to the appropriate line item
account for the funding of capital projects as contained in the district’s long-range facilities plan;
and transfer funds from the capital reserve account to the debt service account for the purpose of
offsetting principal and interest payments for bonded projects which are included in the district’s
long-range facilities plan.” (N.J.S.A. 18A:7G-31c)

Withdrawals may not be used for current expense. Only funds in a capital reserve account
in existence prior to July 18, 2000 can be withdrawn before receiving approval of the district’s

LRFP and such withdrawals must be for the original purpose deposited. (N.J.A.C. 6:23A-5.1(H)1).

“Any capital reserve account in existence as of July 18, 2000 shall be subject to EFCFA
and these regulations.” (N.J.A.C. 6:23A-5.1(j)).

As of June 30, 2012, the District had $0 in the Capital Reserve Account.

NOTE 8: Significant Accounting Pronouncements

In June 2009, the FASB issued FASB ASC 105, Generally Accepted Accounting
Principles, which establishes the FASB Accounting Standards Codification as the sole source of
authoritative generally accepted accounting principles. Pursuant to the provisions of FASB ASC
103, the District has updated references to GAAP in its financial statements issued for the period
ended June 30, 2012. The adoption of FASB ASC 105 did not impact the District’s financial
position or results of operations.



NOTE 8: Significant Accounting Pronouncements (Continued)

In May 2009, the FASB updated ASC 855, Subsequent Events, which is effective for
reporting periods ending after June 15, 2009. ASC 855 establishes general standards of accounting
for and disclosure of events that occur after the balance sheet date, but before the financial
statements are issued, or are available to be issued. The District adopted the amended sections of
ASC 855 and it did not have an impact on the District’s financial statements. The District
evaluated all events or transactions that occurred after June 30, 2012 through November 1, 2012.
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BUDGETARY COMPARISON SCHEDULES - C
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LAKE COMO SCHOOL DISTRICT

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FEDERAL JOBS EDUCATION FUND

JUNE 30, 2012

Adjusted
Budget Expended

Instruction:
Tuition to Other LEA's-18-000-100-561 $ 22601 22.601
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION



LAKE COMO SCHOOL DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

BUDGET-TO-GAAP RECONCILIATION

NOTE TO RSI

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Sources/Inflows of Resources
Actual amounts (budgetary) "revenues” from the
budgetary comparison schedules

Difference - budget to GAAP:
State aid payment recognized for GAAP statements in
the current year, previously recognized for budgetary purposes

State aid payment recognized for budgetary purposes, not
recognized for GAAP statements until the subsequent year.

Total revenues as reported on the statement of revenues,
expenditures and changes in fund balances - governmental funds.

Uses/Outflows of Resources
Actual amounts (budgetary basis) "total outflows" from
the budgetary comparison schedule

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances - governmental funds.
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Exhibit C-3

General
Fund

$ 3,511,861

50,436

(56,718)

$ 3,505,579

$ 3,463,716

$ 3,463,716




STATISTICAL SECTION

(Unaudited)
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LAKE COMO BOARD OF EDUCATION
GENERAL FUND OTHER LOCAL REVENUE BY SOURCE

LAST TEN FISCAL YEARS
UNAUDITED
Year Ended Interest Miscellaneous Total
2003 $ - 4,927 4,927
2004 10,358 10,358
2005 1,263 1,263
2006 29,391 29,391
2007 21,468 21,468
2008 2,843 2,843
2009 6,379 6,379
2010 406 2,181 2,587
2011 264 264

2012 27 2650 2,677



LAKE COMO SCHOOL DISTRICT

ASSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE PROPERTY

Year Ended

December 31,

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

Source: Monmouth County.

LAST TEN YEARS
UNAUDITED

Estimated

Net Assessed Full Cash

Valuations Valuations
$ 105,159,103 134,769,343
105,663,863 154,019,603
105,932,178 188,082,937
106,097,865 246,824,292
369,811,296 298,848,599
374,523,408 355,784,421
380,603,647 382,835,840
379,528,348 377,602,575
382,057,020 390,132,768
388,141,600 381,353,508

J-6

Percentage of
Net Assessed to

Estimated Full
Cash Valuations

78.21%
68.74%
56.40%
43.04%
123.98%
105.45%
99.59%
100.51%
97.93%
101.78%

40.



LAKE COMO BOARD OF EDUCATION
PROPERTY TAX RATES - DIRECT AND OVERLAPPING GOVERNMENTS
PER $100 OF ASSESSED VALUATION

LAST TEN YEARS
UNAUDITED 17
Assessment

Year School District Municipal County Total

2002 $ 1.570 0.764 0.540 2.874
2003 1.761 0.743 0.571 3.075
2004 2.034 1.010 0.616 3.660
2005 2217 0.982 0.788 3.987
2006 0.662 0.298 0.244 1.204
2007 0.680 0.351 0.026 1.291
2008 0.636 0.366 0.026 1.268
2009 0.636 0.475 0.262 1.373
2010 0.745 0.606 0.282 1.633
2011 0.748 0.611 0.290 1.649

Source: Municipal Tax Assessor



LAKE COMO SCHOOL DISTRICT

SCHEDULE OF PRINCIPAL TAXPAYERS

J-8
FOR THE YEAR ENDED DECEMBER 31, 2011
UNAUDITED
Assessed As a % of
Valuation District's Net
Taxpayer 2011 Assessed Valuation

Myra Properties $ 2,451,600 0.64%
Zeros Enterprises 2,429,400 0.64%
Hyde Associates 2,151,800 0.56%
Taxpayer #1 2,129,800 0.56%
Taxpayer #2 1,551,800 0.41%
Dynamic Real Estate 1,534,000 0.40%
My Ben Associates 1,472,900 0.39%
Taxpayer #3 1,375,100 0.36%
Payday Raelty 1,345,700 0.35%
Taxpayer #4 1,255,100 0.33%
$ 17,697,200 4.63%

Source: Municipal Tax Assessor.



LAKE COMO BOARD OF EDUCATION
MUNICIPAL PROPERTY TAX LEVIES AND COLLECTIONS

LAST TEN YEARS
UNAUDITED
J-9

Current Percent of

Year Ended Total Tax Tax Levy

December 31, Tax Levy Collections Collected
2002 § 3,233,374 3,136,372 97%
2003 3,866,476 3,753,952 97%
2004 3,964,976 3,846,423 97%
2005 4,454,072 4,320,450 97%
2006 4,449,875 4,349,968 98%
2007 4,839,721 4,774,816 98%
2008 4,826,054 4,734,857 98%
2009 5,227,576 5,148,335 98%
2010 6,242,010 6,151,995 98%
2011 6,400,456 6,163,821 96%

Source: Municipal Tax Collector.



LAKE COMO BOARD OF EDUCATION .

RATIO OF OUTSTANDING DEBT BY TYPE
LAST TEN FISCAL YEARS
UNAUDITED

J-10

Not Applicable - Lake Como has not issued any debt during the last ten fiscal years.

LAKE COMO BOARD OF EDUCATION
RATIO OF NET GENERAL BONDED DEBT
TO ASSESSED VALUE AND NET BONDED DEBT PER CAPITA
LAST TEN FISCAL YEARS
UNAUDITED

J-11

Not Applicable - Lake Como has not issued any debt during the last ten fiscal years.



LAKE COMO SCHOOL DISTRICT

COMPUTATION OF DIRECT AND OVERLAPPING BONDED DEBT

J-12
FOR THE YEAR ENDED DECEMBER 31, 2012

UNAUDITED

Not Applicable - Lake Como has not issued any debt during the last ten fiscal years.

45.



LAKE COMO BOARD OF EDUCATION

COMPUTATION OF LEGAL MARGIN

FOR FISCAL YEAR ENDED JUNE 30, 2012

Year
2009

2010

2011

Average Equalized Valuation of Taxable Property
School Borrowing Margin (4% of $385,059,235)
Net Bonded School Debt as of June 30, 2012

School Borrowing Margin Available

46.

J-13

Equalized
Balance

388,575,105

385,249,092

381,353,508

1,155,177,705

385,059,235

15,402,369

15,402,369




LAKE COMO SCHOOL DISTRICT

DEMOGRAPHIC STATISTICS

J-14
LAST TEN YEARS
UNAUDITED
Year Ended School District Personal Per Capita Unemployment
December 31 Population ** Income Income* Rate
2002 1,821 N/A 43,805 4.2%
2003 1,821 N/A 44,227 6.3%
2004 1,818 N/A 47,374 3.8%
2005 1,794 N/A 49,169 4.8%
2006 1,775 N/A 53,716 4.9%
2007 1,783 N/A 57,690 4.9%
2008 1,776 N/A 59,334 5.6%
2009 1,778 N/A 55,764 9.1%
2010 1,760 N/A 56,955 9.3%
2011 1,760 N/A N/A 9.3%

* County-Wide Statistic
** As of July 1

Source: State of New Jersey.



LAKE COMO BOARD OF EDUCATION

PRINCIPAL EMPLOYERS

CURRENT YEAR AND TEN YEARS AGO

2012 2003

DATA NOT AVAILABLE DATA NOT AVAILABLE

J-15
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LAKE COMO BOARD OF EDUCATION
OPERATING STATISTICS
LAST TEN FISCAL YEARS
PUPIL/TEACHER RATIO
UNAUDITED

Not Applicable - Lake Como is a non-operating District

LAKE COMO BOARD OF EDUCATION
BUILDING INFORMATION
LAST TEN FISCAL YEARS

UNAUDITED

Not Applicable - Lake Como does not own a building

LAKE COMO BOARD OF EDUCATION

SCHEDULE OF REQUIRED MAINTENANCE FOR SCHOOL FACILITIES

LAST TEN FISCAL YEARS
UNAUDITED

Not Applicable - Lake Como does not own a building

J-17

J-18

J-19

50.



LAKE COMO SCHOOL DISTRICT 51.

INSURANCE SCHEDULE
J-20
JUNE 30, 2012
UNAUDITED
Coverage Deductible
Comprehensive General Liability - Hartford Insurance Co.
Insurance Group
B.I. and P.D. § 500,000 5,000

Comprehensive Automobile Liability - Hartford Insurance Co..

Insurance Group
Non Owned Auto 500,000 -0-
Automobile Medical Payments 10,000 -0-
Worker's Compensation - N.J. School Boards 100,000
Agreement Limit 500,000

Board Secretary/Business Adminstrator - Surety Bond - N.J.
N.J. School Boards Assoc. 150,000 -0-

Board of Education Members Liability 1,000,000

Source: District Records.



SINGLE AUDIT SECTION
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CERTIFIED PUBLIC ACCOUNTANTS

ARMOUR S. HULSART, C.P.A, R.M.A, P.S.A. (1959-1092 Telecopier: ‘
ROBERT A. HULSART, C.P.A., A.MA. P.S.A ¢ ) {732) 280-8888 2807 Hurley P(}g(é Road « Suite 100
. ,CP.A, RMA, PSA. B0, Box 1408
ROBERT A. HULSART, JR.,C.P.A,, PSA. o-mail Wall, New Jersey 07719-1409

rah@monmouth.com (732) 681-4990

RICHARD J. HELLENBRECHT, JR., C.P.A,, P.S.A.

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS (NO MATERIAL

WEAKNESSES IDENTIFIED, NO SIGNIFICANT DEFICIENCIES IDENTIFIED,

NO REPORTABLE INSTANCES OF NONCOMPLIANCE OR

OTHER MATTERS IDENTIFIED

Honorable President and Members
of the Board of Education

Lake Como School District

County of Monmouth

Lake Como, New Jersey

We have audited the general-purpose financial statements of the Board of Education of the Lake
Como School District, in the County of Monmouth, State of New Jersey, as of and for the fiscal year ended
June 30, 2012, and have issued our report thereon dated November 1, 2012. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and audit requirements as prescribed by the Office of School Finance,
Department of Education, State of New Jersey.

Internal Control Over Financial Reporting

Management of the Lake Como Board of Education is responsible for establishing and maintaining
effective internal control over financial reporting.

In planning and performing our audit, we considered the Lake Como Board of Education’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Lake Como Board of Education’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Lake Como Board of Education’s
internal control over financial reporting.



A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency or combination of
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Lake Como Board of Education’s
general-purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of general-purpose financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards and audit requirements as prescribed by the Office of School Finance,
Department of Education, State of New Jersey.

This report is intended solely for the information and use of the audit committee, management, the
Lake Como Board of Education, the New Jersey State Department of Education and other state and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A. Hulsart and Company

November 1, 2012
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CERTIFIED PUBLIC ACCOUNTANTS

ARMOUR S. HULSART, C.P.A, RMA., P.S.A. (1959-1992) Telecopier:

ROBERT A. HULSART, C.P.A., R.M.A., P.S.A (732) 280-8888 2807 Hur!eg go;d R?ggg' Suite 100
. . C.P.A,RMA, PSA. 0. Box
ROBERT A. HULSART, JR.,.C.P.A., P.S.A. o-mall: Wall, New Jersey 07719-1400
rah@monmouth.com (732) 681-4990

RICHARD J. HELLENBRECHT, JR,, C.P.A, P.S.A.

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A

DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH

OMB CIRCULAR A-133 (UNQUALIFIED OPINION ON COMPLIANCE;:

NO MATERIAL WEAKENESSES OR SIGNIFICANT DEFICIENCIES IN

INTERNAL CONTROL OVER COMPLIANCE IDENTIFIED)

Honorable President and Members
of the Board of Education

Lake Como School District

County of Monmouth

Lake Como, New Jersey

Compliance

We have audited the Board of Education of the Lake Como School District, in the County of
Monmouth, State of New Jersey, with the types of compliance requirements described in the (OMB)
Circular A-133 Compliance Supplement and the New Jersey State Aid/Grant Compliance Supplement that
could have a direct and material effect on each of Lake Como Board of Educations major federal and state
programs for the year ended June 30, 2012. Lake Como Board of Education’s major federal and state
programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal and state programs is the responsibility of the Lake Como Board of
Education’s management. Our responsibility is to express an opinion on the Lake Como Board of
Education’s compliance based on our audit,



585.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; the audit requirements as
prescribed by the Office of School Finance, Department of Education, State of New Jersey; OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations; and New Jersey OMB’s
Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid. Those
standards, OMB Circular A-133 and New Jersey OMB’s Circular 04-04, require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal or state
program occurred. An audit includes examining, on a test basis, evidence about the Lake Como Board of
Education’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on the Lake Como Board of Education’s compliance with those
requirements.

In our opinion, the Board of Education of the Lake Como School District, in the County of
Monmouth, State of New Jersey, complied, in all material respects, with the requirements referred to above
that could have a direct and material effect on each of its major federal and state programs for the year
ended June 30, 2012.

Internal Control Over Compliance

The management of the Board of Education of the Lake Como School District is responsible for
establishing and maintaining effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal and state programs. In planning and performing our
audit, we considered the Lake Como Board of Education’s internal control over compliance with
requirements that could have a direct and material effect on a major federal or state program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and
report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of the Lake Como Board of Education’s internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above. Lake Como Board
of Education’s responses to the findings identified in our audit are described in the accompanying schedule
of findings and questioned costs. We did not audit Lake Como Board of Education’s response and,
accordingly, we express no opinion on it.



This report is intended solely for the information and use of the audit committee, management, the
Lake Como Board of Education, the New Jersey State Department of Education and other federal and state
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

Robert A. Hulsart

Licensed Public School Accountant
No. 322

Robert A. Hulsart and Company

November 1, 2012
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BOARD OF EDUCATION

K-5
LAKE COMO SCHOOL DISTRICT

NOTES TO SCHEDULES OF FINANCIAL ASSISTANCE

JUNE 30, 2012

NOTE 1: General

The accompanying schedules of expenditures of federal awards and state financial assistance
include federal and state award activity of the Board of Education, Lake Como School District. The Board
of Education is defined in Note 1 to the Board’s general-purpose financial statements. All federal and state
awards received directly from federal and state agencies, as well as federal awards and state financial
assistance passed through other government agencies is included on the schedule of expenditures of federal
awards and state financial assistance.

NOTE 2: Basis of Accounting

The accompanying schedules of expenditures of awards and financial assistance are presented on
the budgetary basis of accounting with the exception of program recorded in the food service fund, which
are presented using the accrual basis of accounting. These bases of accounting are described in the Note 1
to the Board’s general-purpose financial statements.

NOTE 3: Relationship to General Purpose Financial Statements

The general-purpose financial statements present the general fund and special revenue fund on a
GAAP basis. Budgetary comparison statements or schedules (RSI) are presented for the general fund and
special revenue fund to demonstrate finance-related legal compliance in which certain revenue is permitted
by law or grant agreement to be recognized in the audit year, whereas for GAAP reporting, revenue is not
recognized until the subsequent year or when expenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis with the
exception of the revenue recognition of the last state aid payment in the current budget year, which is
mandated pursuant to N.J.S.4. 18A:22-44.2. For GAAP purposes that payment is not recognized until the
subsequent budget year due to the state deferral and recording of the last state aid payment in the
subsequent year.

The net adjustment to reconcile from the budgetary basis to the GAAP basis is $(6,282) for the
general fund. See Note 1 for a reconciliation of the budgetary basis to the modified accrual basis of
accounting for the general and special revenue funds. Awards and financial assistance revenues are
reported in the Board’s general-purpose financial statements on a GAAP basis as presented below:
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NOTE 3: Relationship to General Purpose Financial Statements (Continued)

General Fund
State Assistance
Actual Amounts (Budgetary) “Revenues” from the
Schedule of Expenditures of State Financial Assistance $ 523,084

Difference — Budget to “GAAP”
Grant Accounting Budgetary Basis Differs from GAAP
in that Encumbrances are Recognized as Expenditures
and the Related Revenue is Recognized

On Behalf Payments Recognized for GAAP Statements
but Not Included in the Schedule of Expenditures of State
Financial Assistance 2,096

The Last State Aid Payment 1s Recognized as Revenue
for Budgetary Purposes, and Differs from GAAP
Which does not Recognize This Revenue Until the
Subsequent Year When the State Recognizes the Related
Expense (GASB 33) 56,718

Total State Revenue as Reported on the Statement of Revenues,
Expenditures and Changes in Fund Balances $ 581,898

Federal Assistance
Actual Amounts (Budgetary) “Revenues™ from the
Schedule of Expenditures of Federal Awards $ 22,601

Difference — Budget to “GAAP”
Grant Accounting Budgetary Basis Differs from GAAP in that
Encumbrances are Recognized as Expenditures, and the Related
Revenue is Recognized

Total Federal Revenue as Reported on the Statement
of Revenue, Expenditures, and Changes in Fund Balances $ 22,601

NOTE 4: Relationship to Federal and State Financial Reports

Amounts reported in the accompanying schedules agree with the amounts reported in the related
federal and state financial reports.

NOTE 5: Other

The amount reported as TPAF Pension Contributions represents the amount paid by the state on
behalf of the District for the year ended June 30, 2012.
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LAKE COMO SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

K-6

Part 1 - Summary of Auditor's Results

Financial Statement Section Ungqualified
Type of auditor's report issued:

Internal control over financial reporting:

1) Material weakness(es) identified? Yes X No

2) Reportable conditions(s) identified that are
not considered to be material weaknesses? Yes X None Reported

Noncompliance material to general purpose financial
statements noted? Yes X No

Federal Awards
Internal control over compliance:

1) Material weakness(es) identified? Yes No

2) Reportable condition(s) identified that are
not considered to be material weaknesses? Yes None Reported

Type of auditor’s report issued on compliance for major programs: N/A

Any audit findings disclosed that are required to be reported
in accordance with section .510(a) of Circular A-133? Yes No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
Dollar threshold used to distinguish between type A and type B programs: N/A

Auditee qualified as low-risk auditee? Yes No




62.

LAKE COMO SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

K-6

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Part 1 - Summary of Auditor's Results (Continued)

State Awards

Dollar threshold used to distinguish between type A and type B programs: $300,000

Auditee qualified as low-risk auditee?

e

Yes No

Type of auditor's report issued on compliance for major programs: Unqualified

Internal Control over major programs:

(1) Material Weakness(es) identified?

(2) Reportable condition(s) identified that are

not considered to material weaknesses?

Yes X No

Yes X None Reported

Any audit findings disclosed that are required to be reported

in accordance with N.J. OMB's Circular 04-04?

Identification of major programs:

GMIS Number(s)
12-495-034-5120-089

12-495-034-5120-078

12-495-034-5120-084

12-495-034-5120-085

Yes X No

Name of State Program
Special Education Aid-Cluster

Equalization Aid-Cluster

Security Aid-Cluster

Adjustment Aid-Cluster
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LAKE COMO SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

K-6

Part 2 - Financial Statement Findings

This section identifies the reportable conditions, material weaknesses, and instances of noncompliance
related to the general purpose financial statements that are required to be reported in accordance with
paragraphs 5.18 through 5.20 of Government Auditing Standards.

Finding: N/A

Criteria or specific requirement: N/A

Condition: N/A

Questioned Costs: N/A

Context: N/A

Effect: N/A

Cause: N/A

Recommendation: N/A

Management's Response: N/A
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LAKE COMO SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 201

K-6

Part 3 - Federal Awards and State Financial Assistance Findings and Questioned Costs

This section identifies audit findings required to be reported by section .510(a) of Circular A-133 and NJOMB

Circular Letter 04-04.

FEDERAL AWARDS
Finding: NONE

Information on the Federal Program: N/A

Criteria or specific requirement: N/A

Condition: N/A

Questioned Costs: N/A

Context: N/A

Effect: N/A

Cause: N/A
Recommendation: N/A

Management's response: N/A

STATE AWARDS
Finding: NONE

Information on the State Program: N/A

Criteria or specific requirement: N/A

Condition: N/A

Questioned Costs: N/A

Context: N/A
Effect: N/A

Cause: N/A



LAKE COMO SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

K-6

Part 3 - Federal Awards and State Financial Assistance Findings and Questioned Costs ( Continued)

STATE AWARDS (Continued)

Recommendation: N/A

Management's response: N/A
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Prior Audit Findings:

None

LAKE COMO SCHOOL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

K-7
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